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Last year Argentina and Brazil entered into a series of economic cooperation and integration
agreements. Since then, the two governments have undertaken numerous activities involving public
officials and private businesspersons toward implementing these agreements. Uruguay has also
been included in some of the integration arrangements. Mexico, Latin America's second largest
economy, has yet to express much interest in joining the Southern Cone countries, or other regional
efforts.
a recent article titled, "Mexico Ante el Resurgimiento de la Integracion Economica
Latinoamericana" (Carta de Politica Exterior Mexicana, VII:1, January-March 1987, 5-15), Margarita
Favela and Aurea Elena Castellanos discuss the reasons underlying Mexico's lack of enthusiasm
for active participation, much less leadership, in regional economic integration initiatives. Selected
highlights of the authors' observations are summarized below. * Under President Miguel de la
Madrid, a major component of the government's "modernization program" has been the search for
more dynamic participation in the world market via the growth of manfactures exports.
Exports of manufactures characterized by a high value added content and with great market
expansion possibilities would ensure increased trade revenues. In Mexico City's perspective,
the latter would then permit the government to meet foreign debt service payments and obtain
necessary resources to resume domestic economic growth. Given that such manufactures exports
require state-of- the-art technologies, De la Madrid's administration has attached great importance
to the attraction of foreign capital, and the development of stronger trade relationships with
advanced industrial economies.
Considering that the level of economic development achieved by Latin American nations is similar
to Mexico's, they have little to offer in terms of assisting Mexico City realize the objectives of its
"modernization project." * Although Latin America has been accorded little importance in the De
la Madrid administration's economic strategy, this does not mean that the region has disappeared
from Mexican foreign policy discourse.
In recent years, government pronouncements on regional integration have been quite favorable, but
the "real political will" to back these statements with action has been non-existent.
*The Mexican government has made rhetorical use of "Latin American unity" as a means of
applying political pressure when negotiations with creditor nations are not producing positive
results. This political discourse has not translated into effective action alongside other Latin
American nations toward an eventual strengthening of Mexico's negotiating position. In fact, in
the past five years Mexico has often opted for the role of "mediator" in North-South relations
when foreign debt negotiations appeared to be reaching a crisis point. In adopting a mediator role,
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the Mexican government has lost credibility as a member of the Latin American community. An
example is Mexico's performance in the current GATT talks (Uruguay round) concerning trade
in services. Mexico has adopted positions similar to those of industrialized countries, thereby
weakening the negotiating capacity of other Latin American nations.
*Latin America has never accounted for more than 5 or 6% of Mexico's total foreign trade. In
1985, 4.2% of Mexican imports derived from Latin America. In the same year Mexican exports
to Latin America totaled $600 million, 27.5% less than in 1984, and representing 2.7% of total
export revenues. Mexico has traditionally run a trade surplus with almost all nations in the region,
excepting Argentina and Brazil. Then, when Mexico became a major oil exporter, the two Southern
Cone countries also recorded trade deficits with Mexico. When oil prices plummeted in the past two
years, Mexico cut its imports from Brazil and Argentina.
*For Mexico, economic integration with Latin America is not an easy task. First, in the past 50
years Mexico's industrial plant has been developed via linkages with the US economy. Economic
integration with Latin America would require Mexico to reorient at least part of its productive
apparatus to the regional market. Aside from the major political shifts required for such an
undertaking, this reorientation implies enormous economic costs which are simply out of the
question for Mexico in the midst of economic and financial crisis.
Another major obstacle is Mexico's geographical location. Argentina and Brazil are as distant from
Mexico as Western Europe. The distance factor constitutes an important obstacle, considering
that transportation costs from Mexico to South America are higher than for the equal distance to
Europe. Distance is hardly a factor restricting the development of trade relations with Mexico's
closest neighbors in Central America. However, the possibility of establishing economic integration
relationships with Central American nations is limited by the fact that these economies do not offer
attractive markets in bilateral accords due to their small size, political and economic instability, and
low levels of development relative to Mexico. In addition, with the exception of Costa Rica, and
recently Nicaragua, political differences and these countries' distrust of Mexico has worked against
the establishment of trade ties.
*Some observers may have expected the region's economic crisis to obligate respective governments
to turn their attention inward rather than to the exterior, and thereby may have served to promote
economic integration. However, just the reverse seems to occurred, result of generalized economic
decline and the foreign debt burden. Each Latin American government is under pressure to make
debt service payments. Consequently, export revenues are diverted from use in investments for
economic growth and with this, intra-regional trade.
*Another factor which constitutes a major obstacle toward developing trade relations with Latin
America is the weight of the US in Mexican economic development alternatives. Given Mexico's
geographical proximity to the world's largest market, and the importance of the US in its foreign
relations, development alternatives have tended to become more restricted through time. The
importance of other markets, including Latin America, has therefore been reduced. [Carta de
Politica Exterior Mexicana is a quarterly publication of the Centro de Investigacion y Docencia
Economicas, A. C. (CIDE), Mexico City.]
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